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D O  Y O U  N E E D  T O  E S T A B L I S H  A  L I N E  O F  C R E D I T ?  
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H E  O P E R A T I N G  C A P I T A L  n e e d e d  f o r  
m o d e r n  f a r m i n g  i s  g r e a t e r  t h a n  e v e r  b e f o r e .  
A s  a  r e s u l t ,  m a n y  I l l i n o i s  f a m i l i e s  a r e  f i n d i n g  
t h a t  b o r r o w i n g  i s  n e c e s s a r y  i f  t h e y  w a n t  t o  
f a r m  p r o f i t a b l y .  
I f  y o u  h a v e  a l r e a d y  e s t a b l i s h e d  a  l i n e  o f  d e ­
p e n d a b l e  c r e d i t  t h a t  w i l l  m e e t  y o u r  n e e d s  f r o m  
y e a r  t o  y e a r ,  b o r r o w i n g  i s  u s u a l l y  a  s i m p l e  r o u ­
t i n e  p r o c e d u r e .  Y o u  j u s t  c a l l  o n  y o u r  e s t a b ­
l i s h e d  l e n d e r ,  t e l l  h i m  h o w  m u c h  y o u  n e e d  a n d  
f o r  h o w  l o n g ,  p e r h a p s  o u t l i n e  i n c o m e  s o u r c e s  
f r o m  w h i c h  y o u  p l a n  t o  r e p a y  t h e  l o a n ,  s i g n  a  
n o t e  - a n d  t h e  t r a n s a c t i o n  i s  c o m p l e t e d .  
B u t  i f  y o u  h a v e  n o t  e s t a b l i s h e d  s u c h  a  l i n e  
o f  c r e d i t ,  b o r r o w i n g  i s  m o r e  c o m p l i c a t e d .  Y o u  
m u s t  c o n v i n c e  s o m e  l e n d e r  t h a t  y o u  h a v e  a  
s o u n d  b a s i s  f o r  c r e d i t  a n d  t h a t  y o u  h a v e  t h e  
r e q u i r e d  s e c u r i t y .  Y o u  m u s t  a l s o  s h o w  t h a t ,  
w i t h  a  l o a n ,  y o u r  f a r m i n g  p r o g r a m  a n d  m a n a g e ­
m e n t  a b i l i t y  w i l l  i n c r e a s e  y o u r  i n c o m e  e n o u g h  
t o  m e e t  i n t e r e s t  a n d  p r i n c i p a l  p a y m e n t s  w h e n  
t h e y  a r e  d u e .  I n  s h o r t ,  y o u  m u s t  p r o v e  t h a t  y o u  
a r e  a  g o o d  c r e d i t  r i s k .  
T h e  l e n d e r  w i l l  w a n t  t o  k n o w  a  n u m b e r  o f  
t h i n g s  a b o u t  y o u ,  y o u r  f a m i l y ,  a n d  y o u r  f a r m ­
i n g  p r o g r a m .  T h e  f o l l o w i n g  q u e s t i o n s  w i l l  g i v e  
y o u  a n  i d e a  o f  t h e  k i n d  o f  i n f o r m a t i o n  t h a t  
m a n y  l e n d e r s  u s e  i n  m a k i n g  l o a n  d e c i s i o n s .  T o  
f i n d  o u t  h o w  w e l l  y o u  m e a s u r e  u p  a s  a  c r e d i t  
r i s k ,  c h e c k  e a c h  q u e s t i o n  " Y e s "  o r  " N o . "  I f  y o u  
m u s t  i n  a l l  c o n s c i e n c e  c h e c k  v e r y  m a n y  o f  t h e  
q u e s t i o n s  " N o , "  y o u  m a y  f i n d  i t  s o m e w h a t  e m ­
b a r r a s s i n g  t o  a n s w e r  s o m e  o f  t h e  q u e s t i o n s  a  
p r o s p e c t i v e  l e n d e r  m i g h t  a s k  y o u .  
N O W  RAT~ Y O U R S E L F  
T h e  F a r m  F a m i l y  ( m o s t  i m p o r t a n t )  
Y e s  N o  
1 .  	 C a n  w e  s h o w  t h a t  w i t h  t h e  p r o p o s e d  l o a n  

w e  w i l l  e a r n  e n o u g h  e x t r a  p r o f i t  t o  m e e t  

p r i n c i p a l  a n d  i n t e r e s t  p a y m e n t s ?  . . . .  . . . . . .  D  

D  
2 .  	 D o e s  e v e r y  f a m i l y  m e m b e r  t a k e  p a r t  i n  

m a k i n g  d e c i s i o n s  a n d  a s s i s t  i n  f a r m i n g  o p ­ 

e r a t i o n s  a c c o r d i n g  t o  h i s  a b i l i t y ?  "  . ,  .  .  .  .  . .  D  

D  
3 .  	 D o  w e  k e e p  w e l l  i n f o r m e d  o n  n e w  a n d  i m ­
p r o v e d  f a r m  p r a c t i c e s  t h a t  w i l l  i n c r e a s e  
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4 .  	 A r e  w e  c a r e f u l  m a n a g e r s  - d o  w e  t a k e  

g o o d  c a r e  o f  h o u s e h o l d  e q u i p m e n t ,  m a ­ 

c h i n e r y ,  a n d  l i v e s t o c k ? . . . . . . . . . . . . . . . . . . . .  D  

D  
5 .  	 D o  w e  m a k e  i t  a  p r a c t i c e  t o  p a y  o u r  b i l l s  
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6 .  	 I f  w e  a r e  e v e r  u n a b l e  t o  p a y ,  d o  w e  

p r o m p t l y  e x p l a i n  o u r  s i t u a t i o n  t o  o u r  l e n d e r  

a n d  t e l l  h i m  j u s t  w h a t  w e  c a n  d o ? . . .  . . .  . . .  D  

D  
7 .  	 D o  w e  t r y  t o  g e t  m o s t  o f  o u r  c r e d i t  f r o m  
o n e  s o u r c e ,  s o  t h a t  w e  w i l l  n o t  j e o p a r d i z e  
o u r  m a i n  J i n e  o f  c r e d i t  f o r  f a r m - p r o d u c t i o n  
p u r p o s e s ?  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  D  
D  
8 .  	 D o  w e  h a v e  l e e w a y  t o  c u t  o u r  e x p e n s e s  
w h e n  n e c e s s a r y  w i t h o u t  r e d u c i n g  i n c o m e  
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9 .  	 D o  w e  w e l c o m e  s u g g e s t i o n s  f r o m  o u r  
l e n d e r  a b o u t  o u r  b u s i n e s s  a n d  f i n a n c i a l  
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1 0 .  	 D o  w e  m a i n t a i n  a  r e s e r v e  ( c a s h  a n d  l i q u i d  
a s s e t s )  l a r g e  e n o u g h  t o  m e e t  m i n o r  e m e r ­
g e n c i e s ,  s o  t h a t  w e  w o n ' t  h a v e  t o  a s k  o u r  
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l e n d e r  f o r  c o n c e s s i o n s  e a c h  t i m e  s u c h  a n  
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T h e  L a n d  a n d  F a r m i n g  P l a n  
1 .  	 H a v e  w e  d e v e l o p e d  a  l o n g - t i m e  p r o g r a m  
f o r  o u r  f a r m ,  a n d  d o  w e  d e v e l o p  a  f a r m  
p l a n  f o r  e a c h  y e a r ?  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . .  0  
o  
2 .  	 I s  o u r  f a r m i n g  u n i t  ( a c r e a g e  a n d  l i v e s t o c k  
p r o g r a m )  l a r g e  e n o u g h  t o  c a r r y  a  l o a n  a s  
w e l l  a s  p r o v i d e  i n c o m e  f o r  t h e  s t a n d a r d  o f  
l i v i n g  w e  w a n t ? . . .  . . . . . . . . . . . . . . . . . . . . . .  .  .  0  
o  
3 .  	 D o  w e  h a v e  t h e  f a r m  p o w e r ,  l a b o r ,  m a c h i n ­
e r y ,  t o o l s ,  a n d  e q u i p m e n t  n e e d e d  t o  f a r m  
f o r  m a x i m u m  p r o f i t ? . . . .  . . . . . . . . . . . . . . . . . .  D  
o  
4 .  	 I s  o u r  f a r m  p r o g r a m  s u c h  t h a t  w e  c a n  p l a n  
t o  s e l l  o u r  c r o p s  a n d  l i v e s t o c k  t o  t h e  b e s t  
a d v a n t a g e  - c a n  w e ,  f o r  e x a m p l e ,  s e l l  o u r  
l i v e s t o c k  w h e n  i t  i s  p r o p e r l y  f i n i s h e d  a n d  
t h e  m a r k e t  o f f e r s  p r o m i s e  o f  h i g h e s t  r e ­
t u r n s ?  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  0  
o  
5 .  	 C a n  w e  r e a d i l y  a d j u s t  o u r  f a r m i n g  p r o g r a m  
t o  m e e t  e m e r g e n c y  s i t u a t i o n s  a n d  s h i f t  f r o m  
o p e r a t i o n s  t h a t  a r e  l o s i n g  p r o p o s i t i o n s ?  . . .  D  
o  
6 .  	 I f  w e  a r e  r e n t i n g ,  d o  w e  h a v e  a  c l e a r  u n ­
d e r s t a n d i n g  w i t h  o u r  l a n d l o r d  o n  t h e  e q u i ­
t a b l e  s h a r i n g  o f  t h e  c o s t  o f  f e r t i l i z e r s ,  i n ­
s e c t i c i d e s ,  a n d  o t h e r  i t e m s  t h a t  w i l l  i n c r e a s e  
e a r n i n g s  f o r  b o t h  o w n e r  a n d  o p e r a t o r ?  .  .  . .  D  
D  
7 .  	 D o  w e  u s e  a  c r o p p i n g  s y s t e m  t h a t  w i l l  c o n ­
s e r v e  t h e  s o i l  a n d  i n c r e a s e  e a r n i n g s ?  . . . . .  .  
D  D  
8. Do we apply fertilizers and limestone on 
the basis of soil tests and yield .checks? . . .. 
9. Will we have money left for needed farm 
and home improvements after meeting liv­






1. Do we keep a good set of records? ... ­ - . ­ -
2. Do our records show how much money we 
made or lost on each separate part of our 
farming operations? ... . .. . . . ...... . . . .... ,. 
3. Are our records in such form that we may 
readily show net earnings from farming 
operations the past several years? . . . . . . . .. 
4. Will our records provide information needed 
to prepare a financial statement (assets, 










1. Will the money we propose to borrow in­
crease our net income? ..... - .. - .. . .. '.. - . . . D 0 
2. Do we avoid borrowing on short-term notes 
when longer terms would be better geared 
to expected income? . . ... ­ . . . - . .. . . . .. ... . , 
3. Do we plan for our credit needs over the 
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